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STATE  OF  MONTANA 
MONTANA  STATE  LIBRARY  COMMISSION 

REPORT  ON  AUDIT 

Conducted  Under  Contract  By 
Karl  A.   Zeier,  CPA 

Fiscal  Year  Ended  June  30,   1979 


9  30'eWS'fTYi\'DALE  AVENUE  HELENA.   MONTANA   59G01 


M-'y  23,  1930 


TO:     Montana  State  Library  CoixLTission 

rROM:   Alraa  S.  Jacobs,  State  Librarian  ^^^^y 

RE:     Appearance  Before  Legislative  Audit  Committee  and  Subsequent  Meeting 

Williazi  Conklin,  Chairman,  Montana  State  Library  Commission;  Carmen  Woods,  Ac- 
countant, and  Jo  Ann  Fallang,  Administrative  Assistant,  Montana  State  Library, 
appeared  before  the  Legislative  Audit  Committee  May  1 3  at  9  a.m. 

Carl  Zeier,  who  conducted  the  audit  for  the  Legislative  Auditor,  pointed  out  the 
main  parts  of  the  audit  for  the  Committee.   The  Chairman  then  asked  if  members 
of  the  Comiriittee  had  questions  of  the  Montana  State  Library  representatives  or 
Mr.  Zeier,   The  Committee  questioned  whether  the  Commission  would  accrue  unspent 
federation  grants  at  fiscal  year  end.   Mrs.  Woods  said  that  she  had  talked  to  staff 
at  the  Accounting  Division  and  they  did  not  agree  with  the  audit  report  that  these 
grants  are  susceptible  to  accrual.   Not  all  the  federal  funds  are  immediately  avail- 
able because  of  a  monthly  ceiling  on  v/ithdrawals.   After  further  discussion  on 
this  point  the  Committee  suggested  that  the  Commission  work  with  Accounting  to 
accrue  these  funds. 

Other  co.^ments  were  made  about  minor  items,  but  nothing  of  significance. 

Mrs.  Woods  received  a  phone  call  the  next  morning  inviting  her  to  a  meeting  with 
Accounting'  Division  staff  at  the  Legislative  Auditor's  offices.  She  also  talked 
with  Tom  Grosser,  OBPP,  after  the  meeting.  The  staff  of  the  Legislative  Auditor 
said  that  they  agreed  v/ith  Accounting  that  these  federal  funds  are  not  suscep- 
tible to  accrual.  The  grant  funds  will  be  handled  on  a  continuing  appropriation 
as  they  have  been  in  the  past. 

The  Legislative  Auditor's  staff  also  disagreed  vzith  the  auditor's  racommeadiition 
of  establishing  a  revolving  accoL'.nt  to  handle  nisccllanaous  receipts.   They  will 
be  handled  as  they  have  been  -  as  expenditure  abatements.   If,  in  the  future,  these 
receipts  increase  substantially,  a  revolving  fund  may  be  established. 

Mrs.  Woods  asked  the  Legislative  Auditor's  staff  if  they  had  recommendations  about 
any  further  problems.   They  said  no.   The  Accounting  Division  reported  to  Mrs. 
Woods  that  most  of  the  problems  mentioned  in  the  audit  are  not  serious  accounting 
errors. 


MORRIS  L   BRUSETT.  C  P  A. 

LEGISLATIVE    AUDITOR 


STATE  OF  MONTANA 


(Biixce  of  tl|c  ^rgislattlic  JVubttor 


STATE  CAPITOL 
HELENA,  MONTANA  59601 

406/449-3122 


November  1979 


ELLEN  FEAVER.  CP  A 

DEPUTY    LEGISLATIVE    AUDITOR 

JOHN  W   NORTHEY 
STAFF  LEGAL  COUNSEL 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Montana 
State  Library  for  the  year  ended  June  30,  1979. 

The  audit  was  conducted  by  Karl  A.  Zeier,  C.P.A.,  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


MLB/jr 
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APPOINTliD  AND  ADMI  Nl  STRATI  VF.  OFFICIALS 


LIBRARY  COMMISSION 


TERM  EXPIRES 


Dean  Earle  C.  Thompson 
Georgia  Ruth  Rice 
William  P.  Conklin 
Mildred  Sullivan 
Natalie  F.  Fitzpatrick 


Missoula 
Helena 
Great  Falls 
Helena 
Anaconda 


May  22,  1981 
May  22,  1980 
May  22,  1982 


STATE  LIBRARIAN 


Alma  S-  Jacobs 


Dean  Thompson  holds  status  as  a  Commission  member  as  long  as  he  holds  the 
position  of  Librarian,  University  of  Montana. 


"  Ms.  Rice  holds  status  as  a  Commission  Member  as  long  as  she  holds  the 
position  of  Superintendent  of  Public  Instruction. 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a  listing  of  all 
recommendations  together  with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.     The  full  reply  of  the  Montana  State 
Library  Commission  is  included  in  the  back  of  this  report. 

Page 

The  Commission  accrue  federal  grant  revenues  and  the  related 

expenditures  in  accordance  with  the  guidance  provided  by  the 

Department  of  Administration.  '5 

Agency  Reply:      The  Agency  agrees  with  this  recommendation. 
See  page  26. 

The  Commission  provide  its  accounting  technician  with  training 
on  the  capabilities  and  use  of  the  statewide  budgeting  and 
accounting  system  and  work  with  the  budget  office  and  the 
accounting  division  of  the  Department  of  Administration  to 
correct  the  remaining  improper  appropriation  balances 
carried  into  the  records  for  1979-80  fiscal  year. 


21 


Agency  Reply :     The  Agency  reply  indicates  the  Commission 
has  provided  training  in  the  past  and  will 
continue  to  do  so,  and  will  correct  the 
appropriation  balances.     See  page  26. 

The  Library  Commission  request  the  establishment  of  a  re- 
volving account  to  provide  for  the  proper  accounting  of  its 
miscellaneous  receipts.  22 

Agency  Reply:       The  Agency  reply  indicates  the  Commission 
would  establish  a  revolving  account  if 
appropriation  authority  were  provided  for 
the  Commission  to  expend  the  receipts. 
See  page  27. 

The  Commission  again  request  federal  guidance  to  correct 

the  overdraw  of  the  fiscal  year  1977-78  federal  grant  and 

pursue  the  matter  until  it  is  resolved.  23 

Agency  Reply:     The  Agency  agrees  with  this  recommendation. 
See  page  27. 


Karl  A.  Zeier 

Certified  Public  Accountant 

P.O.  Box  IHG  Phone 

Helena,  llontana  59601  (406)  443-4197 

To  The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 

1    have  examined  the  accompanying  financial  statements,  listed  in  the 
foregoing  table  of  contents,  of  the   various  funds  of  the  Montana  State 
Library  Commission  for  the  year  ended  June  30,   1979.     My  examin- 
ation was  made  in  accordance  withe  generally  accepted  auditing  stan- 
dards and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  I  considered  necessary  in  the 
circumstances. 

The  Commission's  investment  in  general  fixed  assets  is  not  recorded 
in  its  general   ledger  accounts.     Accordingly,  a  statement  of  general 
fixed  assets,  required  by  generally  accepted  accounting  principles, 
is  not  included  in  the  accompanying  financial  statements. 

Due  to  a  series  of  accounting  errors' described  more  fully  on  pages  15 
through20  the  accompanying  financial  statements  overstate  the  appro- 
priation authority  of  the  Federal  and  Private  Grant  Clearance  Fund 
by  $17,424.00,  understate  the  revenue  of  the  same  fund  by  $64,000.00, 
understate  the  withdrawals  of  the   fund  by  $18,000.00,  understate  with- 
drawals for  the  fund  charged  to  prior  year  appropriations  by  $46,000.00, 
and  overstate  the  unexpended  appropriation  authority  of  the  fund  by 
$135,859.90. 

Due  to  an  accounting  error  described  more  fully  on  page  15  the  accom- 
panying financial   statements  overstate  the  appropraition  authority  and 
unexpended  balance  of  the  Federal  and  Private  Revenue  Fund  by  $14,174.00. 
Due  to  other  errors  described  more  fully  on  page  18  through  20,  the 
accompanying  financial  statements  overstate  estimated  revenue  of  the 
Federal  and  Private  Revenue  Fund  by  $1 1  ,250.00,  overstates  actual 
revenue  for  the  same  fund  by  $5,457.00  and  understates  actual   income 
for  the  fund  by  $5,467.00. 

The  accompanying  financial  statements  for   the  Federal  and  Private 
Grant  Clearance  Fund  do  not  give  effect  to  federal  grants  receivable 
of  $73,686.00  nor  accrued  grants  to  federation  libraries  throughout 
the  state  totaling  $56,212.00  at  June  30,   1979.     (See  Notes  4  and  5). 


To  The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 
page  2 


In  my  opinion,  because  of  the  misstatements  discussed  in  the  pre- 
ceeding  paragraphs,  the  accompanying  financial  statements  do  not 
present  fairly  the  financial  position  of  the  Federal  and  Private  Grant 
Clearance  Fund,  nor  the  Federal  and  Private  Revenue  Fund  of  the 
Montana  State  Library  Commission  at  June  30,   1979  nor  the  results 
of  operations  of  the  two  funds  for  the  year  then  ended  in  conformity 
with  generally  accepted  accounting  principles. 

In  my  opinion  the  accompanying  financial  statements  present  fairly 
the  financial  position  of  the  General  Fund  of  the  Montana  State 
Library  Commission  at  June  30,    1979  and  the  results  of  operations 
of  the  fund  for  the  year  then  ended,   in  conformity  with  generally 
accepted  accounting  principles. 


March  21  ,   1980 
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MONTANA  STATE  LIBRARY  COMMISSION 
ALL  FUNDS 

Statement  of  Expenditures  by  Fund  and  Program 
Fiscal  Year  Ended  June  30,  1979 


General  Library  Services  Program 
Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Total  -  General  Library  Services 

Library  Networks  Program 
Personal  Services 
Operating  Expenses 

Total  -  Library  Networks 

Institutional  Library  Services  Program 
Personal  Services 
Operating  Expenses 
Equipment 

Total  -  Institutional  Library 
Services 


Library  Services  to  the  Blind 
and  Partially  Handicapped  Program 

Personal  Services 

Operating  Expenses 

Equipment 

Total  -  Library  Services  to  the 
Blind  and  Partially 
Handicapped 


Administration  Program 
Personal  Services 
Operating  Expenses 

Total  -  Administration 

Total  -  All  Programs 
Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Total  -  All  Programs 


General 
Fund 

Federal  and 

Private  Revenue 

Fund 

Federal  and 

Private  Grant 

Clearance 

Fund 

Total 

All 
Funds 

$ 

58,574.57 

31,949.43 

9,885.52 

$ 

57,344.47 

38,605.50 

32,683.27 

6,800.19 

135,433.43 

$ 

35,133 
$  35,133 

.10 

.10 

$ 

115,919.04 
70,554.93 
42,568.79 
41  ,933.29 

5. 

100,409.32 

270,976.05 

49,547.03 
20,137.10 

69,684.13 

14,876.95 
55,406.35 

70,283.30 

- 

64,423.98 
75,543.45 

i. 

$ 

139,967.43 

38,313.75 
2,247.20 
9,667.97 

50,228.92 

23,441 .56 

10,920.68 

5,156.70 

39,518.94 

- 

61,755.31 
13,167.88 
14,824.67 

$ 

$ 

89,747.86 

26,173.87 

17,707.42 

8,906.59 


$   52,787.88 


39,556.89 
4,332.66 


212,166.11 
76,373.81 
28,460.08 


$  317,000.00 


18,950.25 

6,961 .69 

15,611.69 


$   41,523.63 


33,645.05 
1  ,382.82 


$   43,889.55    $   35,027.87 


148,258.28 

113,277.04 

53,451 .66 

6,800.19 

$  321  ,787.17 


35,133.10 
$  35,133.10 


45,124.12 
24,669.11 
24,518.28 


$   94,311.51 


73,201.94 
5,715.48 

$   78,917.42 


360,424.39 

189,650.85 

81 ,911 .74 

41 ,933.29 

$  673,920.27 


The  accompanying  notes  are  an  integral  part  of  this  financial  statement. 


MONTANA    STATE  LIBRARY  COMMISSION 
ALL  FUNDS 

Statement    of    Expenditures    by    Object 
Fiscal   Year   Ended   June   30,    1979 


Library 
Services    to 


General 

Institutional 

to  Blind 

Library 

Library 

Library 

and  Partially 

Total 

Services 

Networks 

Services 

Handicapped 

Administration 

All 

Expenditure  Object 

Program 

Program 

Program 

Program 

Program 

Progrnms 

Personal  Services 

Salaries 

$  101 ,039.18 

$   55,601.69 

$   52,672.88 

$   38,807.25 

$ 

63,379.67 

$  311,500.67 

Employee  Benefits 

14,879.86 

8,822.29 

9,082.43 

6,316.87 

9,822.27 

48,923.72 

Total  Personal  Services 

115,919.04 

64,423.98 

61,755.31 

45,124.12 

73,201.94 

360,424.39 

Operating  Expenses 

Contracted  Services 

15,574.49 

44,234.68 

9,061.42 

580.00 

21,131.17 

71,563.76 

Supplies  and  Materials 

5,997.86 

1,149.62 

516.92 

1,121.26 

666.07 

9,451.73 

Communications 

8,829.90 

28,707.29 

466.50 

2,677.60 

- 

40,681.29 

Travel 

17,397.25 

416.15 

1,204.35 

1  ,489.68 

2,453.52 

22,960.95 

Rent 

13,011 .05 

857.46 

687.19 

13,327.81 

- 

27,883.51 

Utilities 

7,079.32 

_ 

_ 

4,511.96 

- 

11,591.28 

Repairs  and  Mair.tenance 

1,468.86 

178.25 

214.00 

960.80 

482.72 

3,304.63 

Other  Expenses 

1,196.20 
70,554.93 

_ 

1  ,017.50 

_ 

- 

2,213.70 

Total  Operating  Expenses 

75,543.45 

13,167.88 

24,669.11 

5,715.48 

189,650.85 

Equi  pment 

Equi  pment 

42,568.79 
42,568.79 

- 

14,824.67 
14,824.67 

24,518.28 
24,518.28 

- 

81,911.74 

Total  Equipment 

- 

- 

81,911.64 

Grant  s 

Grants  to  Local  Agencies 

41,933.29 

41,933.29 

$  270,976.05 

- 

- 

- 

$_ 

- 

41,933.29 

Total  Grants 

41,933.29 

Total 

$  139,967.43 

$  89,747.86 

$   94,311.51 

78,917.42 

$  673,920.27 

The    accompanying   notes    are    an    integral    part    of    this    financial    statement. 


MONTANA  STATE  LIBRARY  COMMISSION 


Notes  to  Financial  Statements 
For  the  Year  Ended  June  30,  1979 


NOTE  1  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Fund  Accounting  -  The  accounts  of  the  Montana  State  Library  Cominission 
are  organized  on  the  basis  of  three  funds,  each  of  which  is  a  sep- 
arate accounting  entity.   The  operations  of  each  fund  are  accounted 
for  in  separate  accounts  comprising  its  assets,  liabilities,  fund 
balance,  revenues,  and  expenditures. 

Basis  of  Accounting  -  Except  for  certain  federal  grants  that  were  accounted 
on  the  cash  basis,  the  Montana  State  Library  Commission  maintains  its 
accounting  records  on  the  modified  accrual  basis  of  accounting  wherein 
revenues  are  accounted  for  when  received  unless  susceptible  to  accrual 
and  expenditures  are  accounted  for  when  liabilities  are  incurred. 

General  Fund  Assets  -  The  Montana  State  Library  Commission  does  not  main- 
tain general  ledger  accounting  records  for  its  general  fixed  assets 
and  accordingly  has  no  provision  for  depreciation.   Assets  purchased 
are  recorded  as  expenditures  in  the  year  purchased. 


NOTE  2  -  FUND  DESCRIPTIONS 

General  Fund  -  To  account  for  all  revenues  and  expenditures  that  are  not 
included  in  any  other  fund. 

Federal  and  Private  Revenue  Fund  -  To  account  for  federal  and  private 

revenues  and  related  expenditures  made  in  support  of  the  operations 
of  the  state  library. 

Federal  and  Private  Grant  Clearance  Fund  -  To  account  for  federal  and 
private  revenues  received  for  the  purpose  of  making  sub  grants  to 
federation  and  local  libraries  and  the  related  grants  made  to  such 
libraries  . 


NOTE  3  -  FEDERAL  GRANTS  RECEIVABLE 

The  commission  has  accounted  for  certain  federal  grants  on  the  cash 
basis,  accordingly  the  accompanying  financial  statements  do  not  re- 
port federal  grants  receivable  of  $73,686.00  at  June  30,  1979.  See 
page  12  for  additional  discussion. 


NOTE  4  -  ACCRUED  GRANTS  TO  OTHER  LIBRARIES 

During  the  fiscal  year  ended  June  30,  1979,  the  Commission  awarded 
grants  totaling  $137,686.00  to  various  federation  and  local  libraries. 
By  June  30,  1979,  the  Commission  had  disbursed  only  $71,474.00  of 
these  grants.   The  remaining  $66,212.00  was  not  accrued  at  year  end 
and  is  not  reported  in  the  accompanying  financial  statements.   See 
page  12  for  additional  discussion. 


NOTE  5  -  CONTINGENT  LIABILITIES 

The  Commission  overdrew  its  fiscal  year  1977-78  federal  grant  by 
$22,209.00.   The  federal  government  has  been  notified  of  the  over- 
draw, but  has  not  directed  the  Commission  as  to  what  action,  if  any, 
will  be  required.   It  is  possible  that  the  Commission  will  have  to 
repay  the  $22,209.00  to  the  federal  government. 


NOTE  6  -  RETIREMENT  PLANS 

The  commission's  employees  are  covered  by  the  Montana  Public  Employees 
Retirement  plan,  a  contributory  plan  covering  most  state  employees. 
The  plan  is  administered  by  the  Department  of  Administration.   The 
employees  also  are  covered  by  the  federal  social  security  system.   The 
Commission's  retirement  expense  for  the  year  ended  June  30,  1979,  was 
$18,627.68  for  the  Public  Employees  Retirement  System  and  $19,276.27 
for  the  social  security  system. 


NOTE  7  -  VACATION  AND  SICK  PAY 

The  Commission's  employees  may  accumulate  both  vacation  and  sick  leave. 
Vacation  leave  may  be  accumulated  up  to  twice  the  employees  annual  vaca- 
tion earning  rate.   Annual  vacation  earning  rates  vary  from  15  to  24 
days  per  year  depending  upon  the  number  of  years  of  state  employment 
the  employee  has.   Sick  leave  may  be  accumulated  without  limit  and 
accrues  at  the  rate  of  12  days  per  year  for  all  full  time  employees. 

Upon  an  employees  termination,  cash  payment  are  made  for  100%  of 
accumulated  vacation  pay  and  257o  of  sick  pay.   The  Commission  does  not 
record  the  liability  for  accumulated  vacation  and  sick  pay  and  the 
value  of  such  at  June  30,  1979  was  not  readily  determinable. 
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COMMENTS 


BACKGROUND 

The  Montana  State  Library  Commission  was  established  by  the  legislature  in 
1929.     The  purposes  of  the  Commission  are  to: 

— give  assistance  and  advice  to  all  public  libraries  and  local  governments, 
proposing  to  establish  libraries  within  the  state, 

— maintain  and  operate  a  state  library, 

— accept  and  expend  federal  grants, 

— establish  rules,   regulations  and  standards  for  the  state  library, 

— provide  library  services  to  the  state's  blind  and  physically  handicapped 

— develop  standards  for  public  libraries, 

— provide  library  services  to  state  agencies,  and 

— designate  areas  for  the  establishment  of  federation  libraries. 

The  Commission  is  comprised  of  the  Librarian  of  the  University  of  Montana, 
the  State  Superintendent  of  Public   Instruction,  and  three  members  appointed 
by  the  Governor.     Within  its  appropriation  limits     the  Commission  is  author- 
ized to  employ  a  State  Librarian  and  other  assistants  as  required. 

In  recent  years  the  Commission  has  provided  many  of  its  services  through  a 
system  of  six  regions,  called  federations,  throughout  the  state.     Each  feder- 
ation includes  a  headquarters  library  which  is  a  public  library  located  in  one 
of  the  principal  cities  within  the  federation.     While  the  federation  headquarters 
libraries  are  not  an  integral  part  of  the  Commission,  their  operations  are 
partially  funded  by  grants  from  the  Commission.     Montana  citizens  wanting 
library  services  are  encouraged  to  use  first  their  local   library.     If  the  local 
library  is  unable  to  meet  the  needs  of  its  citizens,  it  may  request  assistance 
from  its  federation  headquarters  library,  which  in  turn  may  request  assist- 
ance from  the  state  library  if  necessary.     The  state  library  cooperates  with 
all  six  of  the  federation  libraries  and  the  University  system  libraries.     The 
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federation  system  and  the  program  of  inter  library  cooperation  is  intended 
to  make  available  to  all  citizens  in  the  state  the  materials  and  services  of 
libraries  throughout  the  state. 

In  addition  to  coordinating  the  federation  library  system,  the  Commission 
operates  the  state  library  in  Helena  and  libraries  in  some  of  the  state's 
custodial  institutions. 

For  financial  planning  and  reporting  purposes  the  operations  of  the  Commission 
are  divided  into  the  following  five  programs: 


-General  Library  Services  -  the  purposes  of  this  program  are  to  supplement 
the  services  of  the  public  libraries  throughout  the  state,  promote  the 
development  of  public,  libraries,  prorrote  adequate  library  services  to  all 
residents  in  the  state,  and  to  develop  the  state  library  collection  for  the 
use  of  all  state  agencies. 

-Library  Networks  -  the  purpose  of  this  program  is  to  encourage  inter 
library  networks  to  help  make  library  materials  in  any  public  library 
available  to  all  citizens  throughout    the  state. 

-Institutional  Library  Services  -  the  purpose  of  this  program  is  to  make 
library  materials  and  services  available  to  residents  of  the  state's 
custodial  institutions. 

-Library  Services  for  the  Blind  and  Physically   Handicapped  -  the  purpose 
of  this  program  is  to  provide  library  services  to  blind  and  physically 
handicapped  residents  of  the  state  on  a  level  comparable  to  that  available 
to  all  other  state  residents. 

-Administration  -  the  purpose  of  the  administration  program  is  to  provide 
for  the  administration  of  the  other  programs. 


The  Commission's  total  expenditures  and  withdrawals  for  the  year  ended  June 
30,   1979,  were  about  $792,306.     Funding  was  derived  primarily  from  the 
General  Fund  ($317  ,000), federal  grants  under  the  library  services  and  con- 
struction program  ($446,897),  the  concentrated  Employment  and  Training  pro- 
gram administered  by  the  State  Employment  Security  Division  ($15,878),  and 
other  federal  grants  and  miscellaneous  funds  ($12,531). 


ACCRUAL  OF  FEDERAL  GRANTS 

During  each  of  the  last  several  years  the  Commission  has  received  substantial 
amounts  of  federal  grants  under  the  federal  Library  Services  and  Construction 
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Act.     During  the  fiscal  year  ended  June  30,   1979,  the  Commission  was 
awarded  $429,495.00  under  this  program.     The  Commission's  federal 
grants  are  used  partially  to  fund  operations  of  the  state  library  and  par- 
tially for  grants  to  federation  libraries.     The  Commission  budgeted 
$291  ,809.00  of  its  fiscal   year  1978-79  grant  for  state  library  operations 
and  $317,686.00  for  grants  to  federation  libraries.     Federal  grant  funds 
received  and  expended  for  state  library  operations  were  accounted  for  in 
the  Federal  and  Private  Revenue  Fund  and  federal  grants  received  and  used 
to  make  grants  to  the  federation  libraries  were  accounted  for  in  the  Federal 
and  Private  Grant  Clearance  Fund. 

Generally  accepted  accounting  principles  for  governmental  units  provide  that 
revenues  be  accounted  for  on  the  cash  basis  (accounted  for  in  the  year  re- 
ceived without  regard  to  the  year  for  which  the  revenues  apply)  unless  the 
revenues  are  susceptible  to  accrual  and  are  available  for  expenditure;  and  that 
expenditures  be  accounted  for  on  the  accrual  basis  (accounted  for  in  the  year 
for  which  the  expenditures  apply  rather  than  the  year  in  which  the  money  is 
actually  disbursed). 

The  Commission  generally  has  accounted  for  federal  grant  receipts  on  the  cash 
basis.     Expenditures  for  state  library  operations  from  the  Federal  and  Private 
Revenue  Fund  have  generally  been  accounted  for  on  the  accrual  basis  and  ex- 
penditures for  grants  to  federation  libraries  from  the  Federal   and  Private 
Grant  Clearance  Fund  generally  have  been  accounted  for  on  the  cash  basis. 
One  exception  to  the  cash  basis  accf)unting  for  grants  to  the  federation  libraries 
occurred  in  June,    1979,   when  the  Commission  accrued  $14,617.10  of  with- 
drawals from  the  Federal  and  Private  Grant  Clearance  Fund.     The  with- 
drawals that  were  accrued  represented  federal   grants  awarded  during  the 
fiscal   year  ended  June  30,    1978,   and  were  accrued  because  the  time  limit 
for  expending  the  funds  expired  June  30,    1979,   rather  than  as  the  result  of 
a  consistently  applied  policy  to  accrue  such  withdrawals. 

The  Department  of  Administration's  year  end  accounting  instructions  to  all  state 
agencies  (management  memo's  2-79-3,  2-79-3A,  and  2-79-3B)  instructed  state 
agencies  to  account  for  revenue  on  the  cash  basis  unless  the  revenue  was  sus- 
ceptible to  accrual.     The  instructions  defined  susceptible  to  accrual   as  revenues 
thiit  wer<^  measurable  and  available  to  finance  current  year  expenditures.     The 
year  end  instructions  also  required  the  accrual   of  expenditures  in  cases  where 
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valid  obligations  existed  at  year  end.     The  state's  year  end  accounting  instructions 
apparently  were  intended  to  result  in  financial   reporting  in  accordance  with 
generally    accepted  accounting  principles. 

As  shown  in  the  following  comparison,  accrual  basis  accounting  would  re- 
sult in  a  matching  of  federal  grants  received  and  expended. 


Comparison  of  cash  basis  and  accrual  basis  accounting 
for  federal  grant  funds  for  the  year  ended 
June  30,   1979 


Federal  and 
Private  Revenue 
Fund 


Federal  and  Private 

Grant  Clearance 

Fund 


Revenue  and  Income 
Cash  Basis 
Accrual  Basis 


$       332,228.00 
$       321,787.00 


$ 
$ 


172,000.00* 
155,160.00 


Expenditures  and  Withdrawals 


Cash  Basis 
Accrual  Basis 


$       326,178.00 
$       321,787.00 


$  153,519.00*^ 

$  155,160.00 


*This  is  the  amount  of  federal  grants  received  in  the  Federal  and  Private  Grant 
Clearance  Fund  during  the  fiscal  year  ended  June  30,   1979.     However,  due  to 
an  accounting  error  described  more  fully  on  page  18  only  $108,000.00  of  these 
receipts  were  reported  in  the  accompanying  financial   statements. 

**This  is  the  amount  actually  disbursed  as  grants  during  the  fiscal  year  ended 
June  30,   1979.     However,  due  to  accounting  errors  described  more  fully  on 
page20   only  $35,133.10  of  these  disbursements  were  reported  as  current  year 
withdrawals  in  the  accompanying  financial  statements.     In  addition  $54,385.00 
of  these  disbursements  were  reported  as  prior  year  withdrawal  adjustments. 
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The  Commission's  accounting  for  federal   grants  has  been  inconsistent  (ex- 
penditures for  state  library  operations  were  accrued  but  withdrawals  for 
grants  to  federation  libraries  were  not)  and  has  resulted  in  ommissions 
froni  the  financial   statement.     At  June  30,    1979,   the  Commission  had  federal 
gi^nnts  receiveable  of  $73,685.00  which  were  not   reported  in  its  financial 
statements  and  I'ad  obligated  $66,212.00  in  grants     to  federation  libraries 
which  also  were  not  reported  in  the  financial  statements.     Accrual  accounting 
for  federal  grants  would  result  in  the  reporting  of  these  items  and,  as  shown 
in  the  above  comparison,   would  result  in  a  matching  of  the  revenues  and  re- 
lated expenditures  in  the  proper  year. 

In  my  opinion,  the  Commission's  federal  grant  revenues  are  susceptible  to 
accrual  .     The  grants  are  material  ,  easily  measurable  at  year  end,  and  are 
(or  may  be)  made  available  for  expenditure  at  the  Commission's  request. 
Withdrawals  of  the  funds  for  grants  to  federation  libraries  should  also  be 
accmed  at  year  end  because  the  grants  have  been  awarded  and  valid  obligations 
exist.     Accrual  of  federal  grants  would  be  in  accordance  with  generally  accepted 
accounting  principles  and  the  state  year  end  accounting  instructions. 


Recommendation 


The  Commission  accrue  federal  grant  revenues  and  the  related  expenditures 
in  accordance  with  the  guidance  provided  by  the  Department  of  Administration. 


ACCOUNTING  PROBLEMS 


The  Commission's  financial   statements  for  the  year  ended  June  30,   1979, 
were  affected  by  several  errors  in  the  accounting  for  appropriations,   ex- 
penditures and  withdrawals,  and  revenues  and  income.     These  accounting 
problems  are  discussed  below  under  separate  headings. 


Accounting  for  Appropriations 

The  Commission's  operations  were  funded  primarily  from  general   fund 
appropriations  and  appropriations  of  federal  grants.     In  prior  years  the 
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legislature  appropriated  part  of  the  federal  grant  funds  for  the  support  of 
state  library  operations  and  required  the  library  to  grant  the  remainder  of 
the  funds  to  the  six  federation  libraries.     The  Commission  accounts  for 
federal  grant  funds  to  be  spent  for  library  operations  in  the  Federal  and 
Private  Revenue  Fund  and  accounts  for  federal  grant  funds  to  be  granted 
to  the  federation  libraries  in  the  Federal  and  Private  Grant  Clearance  Fund. 

The  Commission's  legislative  appropriation  for  the  year  ended  June   30,   1978, 
required   any  federal  grant  funds  appropriated  for  library  operations  but   un- 
spent at  the  end  of  the  year  to  be  granted  to  the  federation  libraries.     Because 
the  Commission  accounts  for  operating  monies  and  monies  to  be  granted  to 
other  libraries  in  different  funds  the  requirement  to  use  unspent  operating 
monies  for  grants  to  federation  libraries  necessitates  the  transfer  of  appro- 
priation authority  from  the  Federal  and  Private  Revenue  Fund  to  the  Federal 
and  Private  Grant  Clearance  Fund. 

At  June  30,   1978,  the  Commission  had  available  $14,174.00  in  unspent  federal 
grants  which  had  been  appropriated  for  general   library  services  expenditures 
within  the  Federal  and  Private  Revenue  Fund.     At  the  beginning  of  the  fiscal 
year  ended  June  30,   1979,  the  $14,174.00  was  carried  over  as  a  continuing 
appropriation  in  the  Federal  and  Private  Revenue  Fund.     In  March,   1979,  the 
state  budget  office  processed  a  budget  amendment  authorizing  the  $14,174.00 
and  other  funds  within  the  Federal  and  Private  Revenue  Fund  which  were  un- 
spent at  June  30,    1978,  to  be  spent  from  the  Federal  and  Private  Grant  Clearance 
Fund  as  federation  library  grants  during  the  fiscal  year  ended  June  30,   1979. 
Although  the  budget  amendment  increased  the  appropriation  authority  of  the 
Federal  and  Private  Grant  Clearance  Fund,  no  entry  was  made  decreasing  the 
appropriation  authority  for  the  Federal  and  Private  Revenue  Fund. 

In  May,   1979,  the  Legislature  increased  the  Commission's  appropriations  from 
the  Federal  and  Private  Revenue  Fund  by  $17,474.     The  increase  apparently 
was  made  to  restore  to  the  Federal  and  Private  Revenue  Fund  spending  authority 
that  had  expired  at  June  30,   1978  and  had  been  transferred  to  the  Federal  and 
Private  Grant  Clearance  Fund.     The  Commission  did  not  receive  any  additional 
federal  or  private  revenue  as  a  result  of  or  subsequent  to  the  increased  appro- 
priation authority.     Therefore,  the  increased  appropriation  for  the  Federal 
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and  Private  Revenue  Fund  necessitated  a  decrease  in  the  appropriation 
authority  of  the  Federal  and  Private  Grant  Clearance  Fund,     in  May, 
1979,  the  state  budget  office  processed  a  budget  amendment    increasing  the 
appropriation  authority  for  the  Federal  and  Private  Revenue  Fund.     How- 
ever, no  corresponding  budget  amendment  was  processed  to  reduce  the 
appropriations  for  the  General  and  Private  Grant  Clearance  Fund. 

As  a  result  of  the  transfers  described  above,   without  the  necessary  re- 
ductions to  the  Funds  from  which  the   transfers  were  made,  the  Commission's 
financial  statements  for  the  year  ended  June  30,   1979,  overstated  appro- 
priations for  the  Federal  and  Private  Revenue  Fund  by  $14,174.00  and  for 
the  Federal  and  Private  Grant  Clearance  Fund  by  $17,474.     As  a  result 
of  the  overstatements  of  appropriations,  the  unexpended  balances  of  the 
two  funds  were  also  overstated  by  $14,174.00  and  $17,474.00  respectively. 

At  June  30,   1978,  the  Commission  had  available  in  the  Federal  and  Private 
Grant  Clearance  Fund  $83,644.00  in  unspent  federal  grants  that  were  to 
be  disbursed  to  federation  libraries  throughout  the  state.     The  amount  was 
shown  in  the  Commission's  June  30,   1978,  accounting  records  as  a  reserve 
for  reverted  appropriations  and  was  not  established  during  July,    1979,  as 
a  continuing  appropriation  for  the  fiscal  year  ended  June  30,    1979.     During 
the  fiscal   year  ended  June  30,   1979,  the  Commission  withdrew  $100,385.90 
against  this  reserve.     (The  withdrawal  of  more  than  the  reserve  amount  was 
accomplished  by  withdrawal  abatements  of  $45,000.00.     Because  of  these 
abatements  the  accompanying  financial  statements  report  only  $54,385.90 
as  being  withdrawn  against  the  reserve). 

In  March,   1979,  the  state  budget  office  established  a  new  appropriation 
authority  for  $99,519.00  consisting  of  the  $83,644.00,  the  $14,174.00 
discussed  above,  and  $1  ,701  .00  in  other  funds  unspent  at  June  30,   1978. 
However,  the  $83,644.00  reserve  for  reverted  appropriation  was  not 
cancelled.     Because  the  reserve  was  not  cancelled  and  withdrawals  totaling 
$100,385.90  were  not  charged  against  current  appropriations,  the  unexpended 
appropriation  balance  of  the  Federal  and  Private  Grant  Clearnace  Fund  was 
overstated  by  $100,385.90. 
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The  Commission  staff  should  have  prepared  requests  for  budget  amendments 
to  make  the  necessary  reductions  to  the  appropriation  balances  of  the  two 
funds  when  the  Commission  became  aware  that  such  reductions  had  not  been 
made.     The  Commission's  accounting  technician  said  she  was  aware  the  appro- 
priation balances  were  too  high  but  was  unaware  of  the  reasons  the  balances 
were  too  high  and  of  what  actions  were  necessary  to  make  the  needed  corrections, 

Accounting  for  Revenue  and  Income 

During  the  year  ended  June  30,   1979,  the  Commission  received  $172,000.00 
in  the  Federal  and  Private  Grant  Clearance  Fund,  but  reported  receipts  in 
the  fund  of  only  $108,000.00.     The  remaining  $64,000.00  was  incorrectly 
accounted  for  when  received  and  was  not  reported  in  accompanying  financial 
statements.     In  addition  some  receipts  of  the  Federal  and  Private  Revenue 
Fund  were  misclassified  as  to  revenue  and  income  and  one  revenue  estimate 
was  not  recorded  properly. 

The  Statewide  Budgeting  and  Accounting  System  establishes  two  classifications, 
revenue  and  income,  for  the  accounting  of  state  receipts.     Monies  received  from 
outside  of  state  government  are  to  be  classified  as  revenue.     Monies  transferred 
from  one  state  agency  or  fund  to  another  are  to  be  classified  as  income.     The 
distinction  was  established  to  prevent  duplicate  recording  as  revenue  of  monies 
transferred  within  the  state. 

During  the  fiscal  year  ended  June  30,   1978,  the  Commission  received  a  federal 
grant  of  $13,000.00  to  fund  Montana's  participation  in  the  National  White  House 
Conference  on  Libraries.     Only  $1  ,750.00  of  the  grant  was  actually  received 
during  that  year  and  the  remaining  $1  1  ,250.00  was  budgeted  for  receipt  during 
the  fiscal  year  ended  June  30,    1979.     However,  when  the  Commission's  revenue 
estimates  for  the  year  were  entered  into  the  accounting  system  the  remaining 
grant  was  entered  twice;  once  as  budgeted  revenue  of  $11  ,000.00  and  once  as 
budgeted  income  of  $1  1  ,250.00.     Both  entries  were  to  the  Federal  and  Private 
Revenue  Fund.     The  grant  was  to  be  received  directly  from  the  federal 
government  and  therefore  should  be  classified  as  revenue,  not  income. 
Accordingly  the  accompanying  financial  statements  overstate  budgeted  income 
by  $1 1  ,250.00  and  understate  budgeted  revenue  by  $250.00. 
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During  the  fiscal  year  ended  June  30,   1979,  the  Commission  collected 
$1 1  ,000.00  against  the  estimated  revenue  item  discussed  in  the  preceeding 
paragraph.     The  money  was  received  directly  from  the  federal  government 
and  thus  represented  revenue  to  the  state.     However,  when  received,  the 
grant  funds  were  reported  as  income.     Other  federal  grants  totaling 
$16,467.00  received  from  the  Montana  Employment  Security  Division  during 
the  year  were  recorded  as  revenue  but  should  have  been  recorded  as  income. 
Accordingly,  the  accompanying  financial  statements  overstate  revenue  of  the 
Federal  and  Private  Revenue  Fund  by  $5,467.00  and  understate  income  of  the 
same  fund  by  the  same  amount . 

The  Commission's  accounting  technician  said  she  was  not  fully  aware  of  the 
State's  intended  distinctions  between  revenue  and  income  and  thus  inadvert- 
antly may  have  recorded  some  of  the  transactions  improperly. 

During  the  year  ended  June  30,   1979,  the  Commission  received  $172,000.00 
in  the  Federal  and  Private  Grant  Clearance  Fund,  but  reported  receipts  in 
the  fund  of  only  $108,000.00.     The  remaining  $64,000.00  was  incorrectly 
accounted  for  as  withdrawal  abatements.     Of  this  amount  $46,000.00  was  re- 
ported as  abatements  to  prior  year  withdrawal  adjustments  and  $18,000.00 
was  reported  as  abatements  to  current  year  withdrawals.     The  transactions 
affected  only  the  Federal  and  Private  Grant  Clearance  Fund.     Accordingly, 
the  accompanying  financial  statements  understate  revenues  of  the  Federal  and 
Private  Grant  Clearance  Fund  by  $64,000.00  and  understate  withdrawals  of 
the  same  fund  by  $18,000.00.     In  addition,  withdrawals  charged  to  prior  year 
appropriations  are  understated  by  $46,000.00  on  the  accompanying  statement 
of  changes  in  fund  balances  for  the  Federal  and  Private  Grant  Clearance  Fund. 
The  unexpended  balance  of  the  same  fund  at  June  30,   1979,   is  overstated  by 
$18,000.00  in  addition  to  the  overstatements  of  unexpended  balance  discussed 
under  the  heading,  "Accounting  for  Appropriations". 

.  The  Commission's  accompanying  financial  statements  report  revenue  refunds 
of  ($300.00)  and  income  refund  of  ($1  .63).     The  $300.00  was  a  grant  re- 
ceived from  the  Montana  Committee  for  the  Humanities  and  the  $1  .63  was  re- 
ceived from  the  Employment  Security  Division  for  the  Concentrated  Employ- 
ment and  Training  Programs.     The  funds  should  have  been  reported  as  revenue 
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and  income  respectively  when  received.     The  Commission's  accounting 
torhnician  said  those  amounts  were  inadvertantly  charged  to  the  wrong 
ac  '  ountb  when  rcj  oivd  and  should  have  been  reported  as  revenue  and  in- 
come rathf^r  than  nctjative  revt.Tiue  and  income  refunds.      The  amounts  in- 
volved do  not  materially  affect  the  accompanying  financial   statements,   but 
are  another  indication  of  the  need  for  improved  accounting  at  the  Commission. 


Accounting  for  Grants  to  Federation  Libraries 

As  part  of  its  annual  program  the  Commission  makes  grants  to  the  six  fed- 
eration libraries.     The  Statewide  Budgeting  and  Accounting  System  provides 
that  disbursements  of  grants  be  recorded  as  withdrawals  (as  opposed  to  the 
recording  of  disbursements  for  operating  expenses  as  expenditures).     The 
withdrawals  for  grants  to  other  libraries  are  accounted  for  in  the  Federal 
and  Private  Grant  Clearance  Fund. 

During  the  fiscal  year  ended  June  30,   1979,  the  Commission  disbursed  grants 
to  federation  libraries  totaling  $153,519.     However,  only  $89,519.00  of  these 
disbursements  were  reported  in  the  accompanying  financial  statements.     Of  the 
$89,519.00    reported,   $35, 1  33. 10  were  reported  as  current  year  wi  thdrawals 
and  $54,385.90  were  reported  as  prior  year  withdrawal   adjustments. 

Withdrawals  totaling  $64,000.00  were  not  reported  in  the  financial  statements 
because  the  Commission  recorded  $64,000.00   of  federal  grant  revenues  as 
withdrawal  abatements  as  discussed  in  the  preceeding  section.     The  withdrawal 
abatements  were  charged  $46,000.00  against  prior  year  withdrawal  adjustments 
and  $18,000.00  against  current  year  withdrawals.     As  a  result  of  the  withdrawal 
abatements  the  accompanying  financial   statements  understate  current  year  with- 
drawals of  the  Federal  and  Private  Grant  Clearance  Fund  by  $18,000.00  and 
underestate  prior  year  withdrawal  adjustments  by  $46,000.00.     If  all  withdrawals 
made  during  the  year  had  been  reported  as  current  year  withdrawals,   the  with- 
drawals reported  on  the  statement  of  expenditures  and  withdrawals  would  have 
been  $1  53,519.00  or  $1  18,385.90  more  than  the  $35,133.10  actually  reported. 


20 


Summary  of  Accounting  Problems 

Throughout  the  fiscal  year  ended  June  30,   1979,  numerous  accounting  errors 
resulted  in  material  misstatements  of  the  Commission's  financial  statements. 
The  errors  apparently  were  made  because  the  Commission's  accounting  tech- 
nician was  not  fully  aware  of  the  capabilities  of  the  statewide  budgeting  and 
accounting     system,  the  manner  in  which  the  Commission  should  report  trans- 
actions in  order  to  have  them  properly  reflected  in  the  financial  statements, 
nor  the  manner  in  which  to  correct  errors,  particularly  those  regarding  appro- 
priation balances. 

The  accounting  technician  said  she  was  aware  of  some  of  the  erroneous  balances 
in  the  system  but  did  not  know  how  to  correct  them.     She  said  she  repeatedly 
inquired  at  the  accounting  division  of  the  Department  of  Administration  and 
the  state  budget  office  as  to  the  proper  accounting  treatment  of  some  trans- 
actions, but  was  unable  to  make  all  of  the  necessary  corrections  within  the 
statewide  budgeting  and  accounting  system.     Because  the  appropriation  balances 
were  overstated  the  accounting  technician  kept  manual  records  to  avoid  over- 
spending.    Near  the  completion  of  this  audit  the  accounting  technician  met  with 
staff  members  from  the  Governor's  Office  of  Budget  and  Program  Planning  and 
corrected  some  of  the  appropriation  balances  which  had  been  carried  incorrectly 
into  the  fiscal  year  1979-80  accounting  records.     Other  of  the  errors  remain  in 
the  present  records  and  need  to  be  corrected. 

The  Commission  needs  to  improve  its  accounting  program  and,  to  this  end, 
should  provide  its  accounting  technician  with  additional  training  on  the  cap- 
abilities and  use  of  the  statewide  accounting  system. 


Recommendation 


The  Commission  provide  its  accounting  technician  with  training  on  the  cap- 
abilities and  use  of  the  statewide  budgeting  and  accounting  system  and  work 
with  the  budget  office  and  the  accounting  division  of  the  Department  of  Admin- 
istration to  correct  the  remaining  improper  appropriation  balances  carried 
into  the  records  for  the  1979-80  fiscal  year. 
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REVOLVING  EXPENDITURES 

During  the  fiscal   year  ended  June  30,    1979,   the  Commission  received  be- 
tween $300.00  and  $650,00  in  miscel  larif-ous  revenues  and  income  in  the 
General  Fund.     The  funds  consituted  receipts  from  sources  such  as  charges 
for  unreturned  books,  postage  reimbursements  for  materials  mailed  to  blind 
and  physically  handicapped  people,   and  unsolicited  donations.     These  re- 
ceipts and  the  subsequent  expenditures  thereof  are  not  reported  in  the 
accompanying  financial  statements  because  the  receipts  were  accounted  for 
as  expenditure  abatements  rather  than  revenues.     The  failure  to  report  the 
miscellaneous  receipts  in  the  general  fund  did  not  materially  affect  the  ac- 
companying financial  statements.     However,  the  expenditures  of  these  funds 
along  with  the  expenditure  of  the  full  amount  of  the  general  fund  appropriation 
resulted  in  a  slight  over  expenditure  of  the  general  fund  appropriation. 

Revenues  reported  as  such  and  deposited  in  an  agency's  General  Fund  are 
lost  to  that  agency  because  its  General  Fund  expenditures  are  limited  to  its 
appropriations.      The  Statewide  Budgeting  and  Accounting  System  provides 
a  Revolving  Fund  to  permit  the  expenditure  of  revenues  such  as  the  Commission's 
General  Fund  miscellaneous  receipts  and  to  provide   for  the  proper  accounting 
of  such.     Upon  request  by  the  agency  and  approval  by  the  Department  of 
Administration,  each  state  agency  may  establish  one  or  more  revolving  accounts 
within  the  Revolving  Fund.     The  revolving  account  provides  for  the  deposit  and 
expenditure  of  miscellaneous  receipts  and  the  proper  accounting  of  such.     The 
Commission  should  request  a  revolving  account  for  its  miscellaneous  receipts. 

Recommendation 


The  Library  Commission  request  the  establishment  of  a  revolving  account  to 
provide  for  the  proper  accounting  of  its  miscellaneous  receipts. 


OVERDRAWN  FEDERAL  GRANT 


During  the  fiscal  year  ended  June  30,    1978,  the  Commission  obtained  a 
$403,719.00  grant  from  the  U.S.  Department  of  Health  Education  and  Welfare 
for  library  services  and  operations.     Under  the  disbursing  system  used  by  the 
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federal  government,  the  Commission  was  allowed  to  request  payments 
against  the  grant  on  an  as  needed  basis.     The  Commission  was  allowed 
a  two  year  period  within  which  to  expend  the  grant  funds  and  spent  the 
funds  during  its  fiscal  years  ended  June  30,   1978  and  1979. 

During  the  period  covered  by  this  grant  the  federal  government  changed 
its  grant  disbursing  procedures  and  changed  disbursing  centers  used  to 
disburse  grant  funds  to  the  Commission.     During  the  transition  the  Commission 
received  one  or  more  duplicate  disbursements  and  as  a  result  received 
$425,928.00  against  its  grant  of  $403,719.     The  Commission's  accounting 
technician  reported  the  overdraw  of  $22,209.00  to  the  federal  government 
on  August  14,   1979,  and  requested  assistance  in  correcting  the  situation.     As 
of  March  10,   1980,  the  federal  government  had  not  responded  to  the  Com- 
mission's request. 

The  overdraw  of  the  federal  grant  funds   eareatES    a  potential   liability  that 
is  not  reported  in  the  accompanying  financial  statements  and  which  should 
be  cleared  up  as  soon  as  possible.     The  Commission  has  not  requested 
federal  assistance  in  this  matter  since  August   14,   1979,  and  should  renew  its 
efforts  to  correct  this  matter. 

Recommendation 


The  Commission  again  request  federal  guidance  to  correct  the  overdraw  of 

the  fiscal  year  1977-78  federal  grant  and  pursue  the  matter  until  it  is  resolved, 


PRIOR  AUDIT  RECOMMENDATION 


The  last  audit  of  the  Library  Commission  was  completed  in  November,   1976 
and  resulted  in  only  one  audit  recommendation;  that  being  that  the  Commission 
establish  summary  records  to  control  and  account  for  its  equipment  and  imple- 
ment the  other  property  management  procedures  prescribed  by  Management 
Memo  70-17.     At  that  time  the  Commission  had  established  a  card  file  for 
equipment  items  costing  $200.00  or  more,  but  had  not  established  control 
accounts  for  accounting  for  property  and  equipment  and  had  not  been  taking 
periodic  physical  inventories  of  equipment. 
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The  Commission's  situation  regarding  the  accounting  for  property  and  equip- 
ment had  not  changed  markedly  by  June  30,    1979.     The  card  file  has  been 
maintained  and   kept  current  but  no  control  accounts  had  been  established 
and  regular  physical   inventories  had  not  been  taken.     One  physical  inven- 
tory was  taken  in  August,   1979.     One  piece  of  equipment  was  found  to  be 
missing  during  this  inventory  but  no  action  was  taken  other  than  noting  in 
the  card  file  the  fact  that  the  item  was  missing. 

Early  in  1980  the  Commission  began  working  with  the  Department  of  Admini- 
stration to  establish  control  accounts  within  the  statewide  budgeting  and 
accounting  system  to  account  for  its  property  and  equipment.     Because  the 
Commission  is  presently  working  on  theiproblem,    1   am  not  making  a  rec- 
ommendation in  this  area. 

Closing  Comments 

The  comments  and  recommendations  included  in  this    report  have  been  re- 
viewed with  the  State  Librarian  and  her  written  reply  to  the  recommendations 
is  included  as  the  final  section  of  this  report.     I    would  like  to  express  my 
appreciation  to  the  Librarian  and  her  staff  for  their  excellent  cooperation 
throughout  the  audit. 
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AGENCY  REPLY 


930  EAST  LYNDALE  AVENUE         HELENA,  MONTANA  59601 


March  19,  1980 


Karl  A.  Zeier,  CPA 

Power  Block 

Helena,  Montana  59601 

Dear  Mr.  Zeier: 

Enclosed  are  your  two  copies  of  the  draft  of  the  Montana  State 
Library  Commission  audit  report. 

I  have  reviewed  the  draft  and  my  comments  are  enclosed. 

Sincerely, 


d^::^ocL^   J  ■  ^^^:^^-'<:^^^>-T>-'<L^ 


Alma  S.  Jacobs 
State  Librarian 


ASJ/jf 
Enclosures 
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930  EAST  LYNDALE  AVENUE  HELENA.  MONTANA  59601 


COMMENTS  ON  AUDIT  DRAFT  OF  MONTANA  STATE  LIBRARY  COMMISSION 

March  19,  1980 


The  Library  Services  and  Construction  Act,  Department  of  Health,  Edu- 
cation and  Welfare,  Office  of  Education,  General  Provisions  for  Programs, 
Administrative  and  Fiscal  Requirements,  Nov.  6,  1973,  Part  III,  100b. 
55(b)  states  "In  accordance  with  section  414(b)  (20  U.S.C.  1225(b)) 
of  the  General  Education  Provisions  Act  (P.L.  90-247,  title  IV,  as 
amended),  any  Federal  funds  made  available,  which  are  not  obligated 
and  expended  prior  to  the  beginning  of  the  fiscal  year  succeeding  the 
fiscal  year  for  which  they  were  made  available  shall  remain  available 
for  obligation  and  expenditure  by  the  recipient  during  such  succeeding 
fiscal  year. " 

Beginning  with  FY  1980  year  end,  Montana  State  Library  Commission  will 
accrue  federal  grant  revenues  according  to  MOM  2-79-3A,  2.b.  which  states: 

"Material  revenues  have  not  been  received  at  the  "normal"  time  of  re- 
ceipt.  For  example,  if  a  material  amount  of  money  should  have  been 
(is  normally)  received  by  fiscal  year-end,  but  is  delayed  until  after 
fiscal  year-end,  the  amount  should  be  accrued  ...  " 

Montana  State  Library  Commission  will  also  accrue  related  expenditures 
in  accordance  with  Department  of  Administration  guidelines. 

The  Montana  State  Library  Commission  works  closely  with  the  Office  of 
Budget  and  Program  Planning,  and  the  Accounting  Division  in  the  training 
of  staff  responsible  for  SBAS.   The  following  SBAS  meetings  were  at- 
tended by  the  Accountant  and  the  Administrative  Assistant  at  Montana 
State  Library  Commission: 

SBAS  Upgrade  Project  -  May,  1978 
SBAS/PAMS  Workshop  -  June,  1979 

In  addition,  in  January,  1980,  as  Assistance  and  Review  Team,  Accounting 
Division,  Department  of  Administration,  spent  two  days  with  Commission 
staff.   At  the  conclusion  of  the  work  session  on  SBAS,  the  Review  Team 
expressed  appreciation  for  our  continuing  effort  to  improve  our  use 
of  SBAS.   The  Accounting  Division  is  extremely  helpful  and  cooperative 
in  our  continuing  efforts  to  understand  and  follow  SBAS  regulations. 

An  attempt  will  be  made  to  clear  any  remaining  improper  appropriation 
balances  carried  into  FY  1980. 

The  Accountant  will  continue  to  consult  with  the  Accounting  Division 
concerning  all  procedures  related  to  SBAS.   This  will  be  ongoing  as 
questions  arise  and  the  Department  of  Administration  offers  training 
on  the  system. 
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Comments  on  Audit  Draft  of  Montana  State  Library  Commission 
Page  2 


3.  Miscellaneous  receipts  come  to  the  Montana  State  Library  Commission 
from  the  following  sources: 

a.  As  reimbursement  from  public  libraries  for  postage  paid  by  the 
Commission  in  sending  out  gift  books  reqeusted  by  the  libraries 
from  gift  lists  the  Commission  distributes. 

b.  From  memorials  to  the  Division  for  the  Blind  and  Handicapped. 
The  memorials  come  in  honor  of  a  deceased  patron  from  friends 
and  relatives  who  know  how  much  the  services  of  the  Division  were 
appreciated  by  the  patron.   Sometimes  the  donor  earmarks  the  gift 
for  a  special  purchase  of  books. 

c.  From  payment  to  the  Commission  to  replace  copies  of  books  lost 
by  patrons. 

The  establishment  of  a  revolving  account  to  provide  for  the  proper 
accounting  of  miscellaneous  receipts  is  possible.   There  should  be, 
however,  some  provision  for  Montana  State  Library  Commission  to  expend 
the  receipts  for  the  purpose  for  which  they  are  collected.  If,    for 
example,  a  patron  loses  a  book  and  the  Commission  collects  from  him 
the  price  of  a  replacement,  it  is  important  for  the  Commission  to  be 
able  to  expend  the  receipt  for  a  replacement  of  the  lost  book. 

Or,  if  the  family  of  a  deceased  patron  of  the  Division  for  the  Blind  and 
Physically  Handicapped  wishes  to  donate  a  gift  to  the  Division  in  mem- 
ory of  the  patron,  the  Commission  would  use  the  memorial  for  the  special 
purchase  of  books  for  the  Division. 

If  the  Commission  publishes  a  list  of  gift  books  and  makes  the  books 
available  to  public  libraries  around  the  state,  the  library  requesting 
titles  on  the  list  repays  the  postage  the  Commission  expends  in  sending 
the  books  to  the  requesting  library.   This  reimbursement  allows  us  to 
continue  the  program. 

If  the  authority  to  spend  these  receipts  would  not  belong  to  the  Com- 
mission or  could  not  be  provided  for  in  the  fiscal  year  they  are  re- 
ceived, there  would  be  little  reason  for  our  continuing  the  programs. 

If  we  cannot  receive  spending  authority  for  these  receipts,  the  programs 
would  have  to  be  discontinued. 

4.  Montana  State  Library  Commission  submitted  a  Report  of  Federal  Cash 
Transactions  Form  for  the  period  ending  June  30,  1979,  indicating  to 
the  Office  of  Education,  Letter  of  Credit  Section,  400  Maryland  Ave. 
S.W.,  Washington,  D.  C.   20202,  that  we  had  overdrawn  $22,209.00  from 
the  1978  LSCA  funds. 

To  date,  we  have  not  received  notification  from  the  Office  of  Education, 
Letter  of  Credit  Section,  about  the  method  we  must  use  to  correct  the 
overdraft. 
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Comments  on  Audit  Draft  of  Montana  State  Library  Commission 
Page  3 


We  have  not  expended  $22,209.00  in  addition  to  the  1978  grant  award. 

We  expect  to  clarify  the  situation  on  receipt  of  advice  from  the  Office 
of  Education,  Letter  of  Credit  Section. 

We  continue  to  pursue  resolution  of  the  situation. 
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